OREGON BUSINESS REVIEW 


BUREAU OF BUSTA IVE Mh ARCH, SCHOOL OF BUSINESS ADMINISTRATION 
RSITY OF OREGON, EUGENE, OREGON 
EWESLEY C. BALLAINE, EDITOR 





VOL. IV, NO. 2 


EMERGENCY FLIGHT STRIPS 
ADJACENT TO HIGHWAYS 
R.H. Ba.tpock 


FEBRUARY 1945 


THE PATTERN OF POSTWAR 
FEDERAL TAXES __.. ., «, icecs on 


O. K. BurrELL Poanamic R ceeniilie 





x “~e> 


ore | 





ee er eer ee ee mr 


Oregon State Highway Engineer 


In Public Law No. 295, otherwise known as the Na- 
tional Defense Act, the 77th Congress authorized funds 
for the building of highways and, in addition, for the 
building of flight strips. Sec. 8 of this law reads: 

“Sec. 8. Flight Strips——In order to insure greater 
safety for traffic on the public highways by providing 
additional facilities in connection therewith to be avail- 
able for the landing and take-off of aircraft, the Com- 
missioner of Public Roads is authorized to provide, in 
cooperation with the Army Air Corps, for studies and 
for the construction of flight strips adjacent to public 
highways or roadside-development areas along such high- 
ways. The acquisition of new or additional lands nec- 


essary for such projects may, to the extent determined 


by the Federal Works Administrator, be included as part 
of the construction thereof and Federal funds shall be 
available to pay the cost of such acquisition. For carry- 
ing out the purposes of this section, there is hereby au- 
thorized to be appropriated during the continuance of 
the emergency declared by the President on May 27, 
1941, in addition to any funds that may be available 
under any other appropriation, the sum of $10,000,000, 
which shall be available, without regard to apportion- 
ment among the several States, for paying all or any part 
of the cost of such projects.” 

Under this act, the Oregon State Highway Commis- 
sion, with Federal funds, has built four flight strips in 
Oregon at a cost of $1,100,000, including rights of way. 
The flight strips average from 4,000 to 7,000 feet in 
length, and consist of a paved runway 150 feet wide 
flanked by hard shoulders 75 feet wide on either side. 
These flight strips are used fo~ emergency landings of 
military aircraft during the war, and will serve as emer- 
gency landing fields for private aircraft in the postwar 
period. For security reasons the locations of the flight 
strips cannot now be given. 

The 1944 Road Act originally called for the building 
of additional flight strips in the postwar period, but this 
clause was finally stricken from the bill. 

Considerable objection has been raised to the flight 
strip by aeronautically minded people who believe that, 
because of the shifting of winds, one-directional landing 
fields are impractical. However, it should be berne in 
mind that most of the military airfields huilt in the islands 
of the South Pacific were for a long time, and many may 
still be, one-directional in character ; and these so-called 
flight strips have served admirably at a critical period in 
this war. It seems evident that the single-direction land- 


+ (Continued on page 8) 


Professor of Business Administration, University of Oregon 


Eprtor’s Note: This is the third chapter of a study 
by Professor Burrell. Next month’s chapter will deal 
with the capital-gains tax. 


EXCESS-PROFITS TAXES 


The excess-profits tax as now constituted is a levy 
of 95 per cent on the excess of corporate income over 
either of two credits: (1) average adjusted earnings 
for the period 1936-1939; or (2) a percentage of in- 
vested capital ranging downward from 8 per cent of 
such capital not in excess of $5 million to 5 per cent of 
that part that exceeds $200 million. A postwar refund of 
10 per cent of the excess-profits tax paid is provided.’ 
An overall limitation of 80 per cent is provided for the 
total of normal tax, surtax, and excess-profits tax.’ 

In the calculation of the excess-profits tax, the de- 
duction of the normal tax and surtax is not permitted. 
There is no particular logic in this; it is rather frankly 
a device to increase revenues. The theory of the income 
tax is that it is profit sharing with government rather 
than expense. Therefore Federal taxes have never been 
deductible. The excess-profits tax is, however, a differ- 
ent thing entirely. Here a tax is levied at 95 per cent on 
the residue of earnings over a calculated standard. Pre- 
sumably the calculated base earnings permitted should 
be earnings after all charges, including ordinary cor- 
porate taxes. The failure to permit the deduction of the 
normal tax and surtax in determining excess profits has 
the effect of subjecting the corporation to an excess- 
profits tax (at 95 per cent) on earnings a part of which 
it is obligated to pay to the Treasury.® 


(Continued on page 2) 


1The postwar refund is limited to an amount not greater than 
the excess of such tax paid over the amount that would have been 
payable if the excess-profits rate were 85% per cent. 

2 Where the ceiling rate of 80 per cent applies, the postwar re- 
fund is 10 per cent of the reduced excess-profits tax. 

8 Originally the normal tax was deducted in the calculation of 
excess profits subject to tax. 
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THE PATTERN OF POSTWAR 
FEDERAL TAXES 


(Continued from page 1) 


Probably the soundest measure of excess profits is the 
difference between actual profits less ordinary corporate 
income tax and either of the following: (1) average in- 
come for the base period 1936-39 less the average Fed- 
eral income taxes paid in these years; (2) a per cent of 
invested capital less the ordinary corporate taxes that 
would be payable on such an amount of earnings. 


Excess-Profits Tax in Wartime. The excess-profits 
tax is peculiarly adapted to the conditions of wartime. 
In time of war it is imperative that the government con- 
trol the private economy and the activities of men and 
institutions in the interest of a vigorous prosecution of 
the war. The usual competitive checks to excessive prices 
are absent. The output of efficient units as well as in- 
efficient units is required. The risks of production are 
to a considerable degree shifted to government. It is 
therefore equitable that a large portion of the extraordin- 
ary profits resulting from necessitous war purchasing 
should be recaptured. In wartime these extraordinary 
profits are not necessary as a guide to production. Direct 
controls can be utilized as a means of securing war vital 
production and restraining nonessential production. In 
peacetime the consumer operating through the price 
structure largely determines the structure of production. 
In wartime such consumer control cannot be tolerated. 

The determination of contract prices, particularly in 
the case of new and unfamiliar goods, presents many 
difficulties in time of war. Costs are difficult to predict. 
There is insufficient time to settle these matters with the 
precision desirable in peace. The excess-profits tax with 
a near-confiscatory rate (95 per cent)* is a convenient 


instrument for recapturing extraordinary profits result- 


ing from hasty determination of war-contract prices.® 

Moreover a wartime excess-profits tax is in harmony 
with the sacrifices that are required in other segments of 
the economy. The 95 per cent rate represents something 
of a freezing of corporation profits comparable to the 
freezing of wages and salaries, rents, and many prices. 
The whole pattern is an attempt to freeze prewar eco- 
nomic relations, and the excess-profits tax is simply part 
of the pattern. 

The near freeze of corporation profits implicit in a 
95 per cent rate is closely related to price and wage con- 
trol. The excess-profits tax probably has some utility in 
holding the price line against inflationary pressures. A 
corporation subject to the excess-profits tax gains very 
little from a price increase. Where any advantage can be 
gained over competitors not yet subject to the tax or 
where it is important to build brand preference for post- 
. war advantage, there is some inducement for such a 
corporation to attempt to get out of the excess-profits 
brackets by the reduction of prices. 

But neither is a cost increase very expensive to a cor- 


* With an overall limitation of 80 per cent and with a postwar 
refund of 10 per cent of the excess-profits tax paid. 

5 The renegotiation of war contracts is another and perhaps 
better instrument for achieving this end. 
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poration subject to excess-profits tax. An increase in . 
wages or salaries or advertising may cost the corporation 
as little as five cents on the dollar.* Under these circum- 
stances it is reasonable to suppose that such a corpora- 
tion will not be as determined in resisting cost increases 
as it would normally be. Since inflationary pressures op- 
erate through cost increases, it is probable that the up- ° 
ward pressure of the excess-profits tax on pom is at . 
least equal to the downward pressure. 


Excess-Profits Tax in Peacetime. Even as a war- > 
time necessity, the excess-profits tax is a blunt instru- 
ment. It is an exceedingly heavy burden where the social 
interest as well as the needs of the war effort would be 
better served by a lighter burden. It is no burden at all 
in some cases where a heavy burden would be justified. 
As a peacetime device, it is probably almost true that the 
burden of an excess-profits tax is laid in inverse rela- 
tionship to the social utility of the units taxed. Specifi- 
cally the following criticisms can be offered to the excess- 
profits tax as a peacetime instrument. 


(1) The tax is levied only upon the income of cor- 
porations and does not operate as an income ceiling for , 
individuals or unincorporated enterprise. In theory, of 
course, an excess-profits tax might be applied to indi- 
viduals and partnerships. As a practical matter this seems 
impossible. What is to be the base from which excess 
profits are measured? Obviously a percentage return on 
invested capital is not appropriate to an individual wage 
or salary earner. If an excess-profits tax is to be applied 
to individuals it must necessarily be based upon earnings 
experienced during a base period. But this would mean, 
if the rate were high, that the individual could never re- 
ceive appreciably more than he received during a base 
period. Moreover it would mean that two individuals 
with the same personal exemptions and deductible ex- 
penses would pay greatly unequal taxes upon the same 
amounts of taxable income. This is clearly not accept- 
able, except perhaps as a wartime expedient. 

The Twentieth Century Fund committee in 1937 actu- 
ally recommended that, after a period of five or ten years 
of “record keeping,” an attempt should be made to con- 
struct “a true excess profits tax as a permanent part of 
the Federal revenue system.” The report of the research 
directors emphasized that this tax should be applicable 
to unincorporated as well as incorporated enterprise. 
Presumably it was not intended that it should be applied 
to wage and salary earners. The announced reason for 
this recommendation was that this tax afforded a means 
of differential taxation of monopoly gains. But it would 
appear to be difficult, if not impossible, to build a tax 
that would bear exclusively or even mainly on monopoly 
profits. In any event a more direct approach to the prob- 
lem of monopoly would be preferable. The application 
of an excess-profits tax to unincorporated enterprise 
would be almost impossible without at the same time 
extending it to individual incomes. 


(2) An excess-profits tax bears with unusual severity 
upon enterprises with unstable incomes. An enterprise 


6 Exclusive of the 10 per cent postwar refund. 
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that earns 6 per cent regularly may pay no tax, while one 
that alternates between no income and 12 per cent may 
be heavily burdened. If irregular incomes were primarily 
the result of inferior management or uneconomic be- 
havior, such a differential burden might be justified. 
‘But, if unstable incomes are the result of forces inherent 
in economic organization and largely beyond the control 
of management, such differential treatment cannot be 
justified. 


(3) An excess-profits tax is an unwise drag upon 
progress. To a considerable extent the burden of the 
tax is laid in inverse relation to the social and economic 
contribution of enterprise units. The tax may be no bur- 
den at all on those industries with large amounts of ob- 
solescent or semiobsolescent capital, whose products have 
not kept pace with the changing structure of demand. 
But the burden may be so great as to prevent the creation 
and development of new enterprises that offer new 
methods and new products or that offer old products at 
lowered costs. The essence of economic development is 
change. The excess-profits tax is a penalty on innovation 
and a stimulus to stagnation. The automobile industry, 
the aircraft industry, and the chemical industry could 
hardly have reached their present stage of development 
under an excess-profits tax. 

Butters and Lintner’ have recently studied the effect 
of Federal taxes on growing enterprises in a series of 
case studies. A study was made of the early develop- 
ment of the Lockheed Aircraft Corporation with the par- 
ticular view of ascertaining the effect that present high 
corporate taxes would have had on the prewar expansion 
of the company, had such taxes been in effect. The con- 
clusion is reached that much of the prewar expansion 
of the company would have been impossible under pres- 
ent corporate tax schedules. In the case of the Polaroid 
Corporation, an analysis was made of the probable effect 
of present Federal taxes upon the postwar expansion 
of the company. This analysis demonstrates that, on the 
basis of present tax schedules, this corporation would 
find postwar expansion exceedingly difficult. 


(4) An excess-profits tax is a restraining influence 
on cost reduction and efficiency in production. Under 
the present law, a reduction in the cost of production of 
one dollar will only result in five cents increase in net 
return ; and an expansion of one dollar in operating costs 
“may only reduce the net return by five cents.* Such costs 
as executive salaries and advertising are likely to sky- 
rocket under such circumstances. The growth in the 
standard of living is related to reduction in the unit cost 
of production. A tax that in any way seriously impedes 
this process of cost reduction can only be described as a 
bad tax. 


t J. Keith Butters and John Lintner, Effect of Federal Taxes on 
Growing Enterprises, Study No. 1, The Lockheed Aircraft Cor- 
sg Apr. 1944; Study No. 2, The Polaroid Corporation, 

ov. 1944. Harvard Graduate School of Business Administration, 
Division of Research. 

8 But when the overall tax reaches 80 per cent, an increase in 
net return of 20 per cent would result. This is without considera- 
tion of the 10 per cent postwar refund. 

* It is true that the Treasury exercises some restraint on such 
expenditures, but such restraints would be difficult to enforce in 


peacetime 


(5) An excess-profits tax is a stimulus to monopoly. 
A strong inducement is provided for enterprises subject 
to the tax and with a low excess-profits “base” to ac- 
quire companies with modest earnings but a high excess- 
profits “base.” If a corporation with a small base and 
large earnings acquires control of acompany with a large 
unused base, the result is reduction or elimination of the 
tax. Shortly after the present excess-profits tax became 
effective, almost a regular market came into existence for 
“shell” corporations—those practically defunct and with 
little or no earning power but with substantial original 
investment. Such advertisements as the following ap- 
peared occasionally in the financial press :'° “Interested 
in dormant corporation with large capitalization and 
large 1942 carry over losses. Write details.” 

To prevent the dilution of revenues resulting from 
such consolidations, Sec. 129 was added to the law. This 
section disallowed tax credits resulting from consolida- 
tions and acquisitions whose principal purpose was to 
reduce taxes. But tax considerations are a factor in many 
business decisions and particularly those having to do 
with consolidation. The tax benefit resulting from con- 
solidation is denied only when the “principal purpose” 
of the transaction was tax avoidance.’? But in a par- 
ticular case it is difficult to establish that the “principal 
purpose” was tax avoidance, especially when the corpor- 
ations are in the same or related lines of business. It is, 
therefore, evident that at least in peacetime an excess- 
profits tax would be a stimulant to business integration 
and consolidation. 


(6) An excess-profits tax, especially a high-rate ex- 
cess-profits tax, must of necessity be inordinately com- 
plicated and filled with contradictions. The determina- 
tion of what is to be counted as capital in determining 
the base cannot be successfully reduced to formula. 
Groves’? reports that in 1940, when the tax was under 
consideration, there were still cases pending in the courts 
dealing with the determination of capital under the 1918 
law. The determination of capital is not simply a matter 
of adding up certain balance-sheet items. In order to de- 
termine invested capital it is necessary to go back to the 
date the corporation was organized and trace the capital 
accounts up to date. Balance-sheet capital may be in- 
flated by write-ups or the stock par may have been re- 
duced and the resulting capital surplus utilized to write 
down assets. Capital expenditures may have been charged 
to expense but not included as a deduction in the tax 
return. Certain transactions may have been charged on 
the books to capital accounts but included in the tax re- 
turn as expense deductions. All of this requires examin- 
ation and analysis of accounts long considered dead and 
perhaps running back for decades. If properties were 
acquired in a tax-free reorganization the capital is consid- 
ered to be the cost in money and securities to the prede- 


10 Barrons, Nov. 1, 1943. 

11 This section was perhaps unnecessary. Judicial decisions 
over the years have established the principal that the taxpayer’s 
action unless based on business purposes will not be permitted to 
distort the taxpayer’s liability. See the following: Gregory vs. 
Helvering, 293 U.S. 465 (1934) ; Griffiths vs. Helvering, 308 U.S. 
355 (1939) ; Higgins vs. Smith, 308 U.S. 473 (1940). 

12 Production, Jobs and Taxes. 
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cessor corporation. The cost to the predecessor corpora- 
tion may be difficult to determine, especially where such 
property was acquired by the predecessor wholly or 
partly in exchange for securities. 

Past depreciation must be taken into account in de- 
termining the present capital; and overdepreciation of 
previous years, of course, seriously understates present 
cap.tal va'ues. But this earlier overdepreciation may 
have yie'ded little tax advantage since corporate rates 
were much lower than at present. Moreover the body of 
stockholders may have changed over the years. Present 
stockholders are necessarily penalized for the overde- 
prec.ation, the tax benefit (if any) of which was re- 
ceived by a materially different body of stockholders. 

When the base from which excess profits are meas- 
ured is established by calculating average earnings in 
the period 1936-1939, the law, almost of necessity, in- 
cludes provisions for relief (Sec. 722) of those cor- 
porations whose earnings in the base period were ab- 
normal. But how can abnormality of earnings be de- 
fined or measured with the necessary precision? The 
Treasury has compiled voluminous data on earnings 
cycles in various industries in an effort to approach a 
solution to this problem. 

It is not always easy to determine what the earnings 
were in the base period. What were the earnings in the 
base period of a corporation which is a consolidation of 
units some of which were and some of which were not 
in existence in 1936-1939? How shall nonrecurring in- 
come items such as capital gains occurring in the base 
period be counted? Probably in some cases such special 
income items should be included and in some cases should 
be excluded. But a rule must be found which can be ap- 
plied with some degree of logic in determining income- 
tax liability. 

An excess-profits tax unavoidably but nevertheless 
unreasonably discriminates against corporations that 
rent capital and in favor of corporations that own such 
capital. Consider the case of two corporations operating 
substantially sinnlar property and earning (before 
charges and taxes) at an equal rate. Corporation A has 
miscellaneous assets of $1 million and other capital as- 
sets of $9 million. Capital stock is outstanding in the 
amount of $1 million, and 5 per cent mortgage bonds of 
$9 million are a lien on the principal assets. Corporation B 
also has miscellaneous assets of $1 million and capital 
stock outstanding of $1 million. Corporation B, however, 
operates with capital assets of a value of $9 million under 
a long-term lease with an annual rental of $450,000 
which is exactly equal to the interest charges of Corpora- 
tion A. Here, then, are two corporations operating simi- 
lar properties, the only difference being that Corporation 
B rents its principal assets while Corporation A owns 
its principal capital assets and has financed such property 
with mortgage bonds. If both corporations earn 10 per 
cent (before interest, rent, or Federal income taxes) 
or $1 million, the Federal income taxes would be com- 
puted substantially as follows :™ 

13 Capital-stock declared value excess-profits tax not consid- 


ered. Excess-profits credit determined by the invested-capital op- 
tion, 





CORPORATION A 


Normal Tax and Surtax 


Earnings before interest, rent, and tax 


$1,000,000.00 
Less interest on mortage bon 


450,000.00 


$50,000.00 
335,000.00 


$215,000.00 
$ 86,000.00 











Net income 
Less adjusted excess-profits net income (see below). 





Normal-tax net income and surtax net income... 


Normal tax and surtax, 40% 


Excess-Profits Tax 


Net income $ 550,000.00 
Add 50% of interest on bonds 225,000.00 


Excess-profits net i $ 775,000.00 
Les 


s 
Specific exemption $10,000.00 
Invested-capital credit 

Capital stock ... $1,000,000.00 


50% of bonds .... 4,500,000.00 


D = . $5,500,000.00 
$5,000,000 at 8% 
500,000 at 6% 


Adjusted excess-profits net income 
Tax, 95% 
Normal tax and surtax above 


























400,000.00 
00 


30,000. 440,000.00 


335,000.00 
318,250.00 
86,000.00 


404,250.00 
31,825.00 


372,425.00 























Total tax 
Less postwar refund (10% of $318,250) 


Net tax 














CORPORATION B 


Normal Tax and Surtax 


Earnings before interest, rent, and tax 
Less rent 


$1,000,000.00 
450,000.00 


$ 550,000.00 
437,000.00 


113,000.00 
45,200.00 











Net income 
Less adjusted excess-profits net income (see below) 








Normal-tax net income and surtax net income............ 
Normal tax and surtax, 40% 


Excess-Profits Tax 
Net income 
Less 

Specific exemption ... . $10,000.00 
Invested-capital credit, capital stock, 
$1,000,000 at 8% 80,000.00 90,000.00 


Adjusted excess-profits net i $ 460,000.00 


Tax, 95% $ 437,000.00 
Add normal tax and surtax 45,200.00 


$ 482,200.00 





$ 550,000.00 


























Total tax—preliminary 





But the total tax for Corporation B is more than 80 
per cent of the net income. Therefore, the excess-profits 
tax is reduced to such an amount as will limit the total 
tax to 80 per cent of net income. The adjusted tax is as 
follows: 


Excess-profits tax 
Normal! tax and surtax 


Total (80% of $550,000) 
Less postwar refund 





$394,800 
45,200 








$440,000 
39,480 


$400,520 





Net tax 





The tax less postwar refund is $372,425 for Corpora- 
tion A and $400,520 for Corporation B. This is equal 
to 67.7 per cent of net income in the case of Corporation 
A and 72.8 per cent in the case of Corporation B. Yet 
the only difference is that Corporation B rents its capital 
and Corporation A owns its capital. Corporation A is 
permitted to include one-half the bonds issued in invested 
capital while Corporation B is’unable to include the lease 
in invested capital. The lease has no par or capitalized 
value, although there is little or no difference between 
a mortgage bond issue of $10 million requiring interest 
payments of $600,000 annually and a 999 year lease re- 
quiring rental payments of $600,000 annually. As a 
matter of fact, in comparing railroad capitalizations, 
security analysts are accustomed to capitalize rentals and . 
include the result in the capitalization. 
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Much railroad property is operated under long-term 
lease.'* In many cases the rentals are paid directly to the 
security holders of the corporation owning the property 
and only a nominal amount sufficient to pay corporate 
expenses is paid to the owning corporation. Nevertheless, 
the courts have held that the entire rental (even though 
paid ‘directly to security holders) is income to the own- 
ing corporation. Thus there is not only discrimination 
against the corporation that rents its capital but also 
there is in effect a double corporate tax against the earn- 
ings of such property. 

This situation has resulted in a great stimulus to the 
consolidation of leased lines in the capital structure of 
the operating road. The common procedure has been for 
the opérating road to offer its own bonds for the secur- 
ties of the leased line. The securities offered in exchange 
are usually secured by the leased-line mileage. When the 
leased-line securities have been acquired, actual title is 
taken over by the operating line. Thus the position and 
‘priority of leased-line security owners is not funda- 
mentally altered, but only the legal and tax position. 

What has been said above is not intended as a criti- 
cism of the construction of the excess-profits tax law. 
It would be difficult to construct an excess-profits tax 
that did not discriminate against rented capital. The dis- 
crimination is largely unavoidable, but it does illustrate 
the point that no excess-profits tax can avoid inconsist- 
encies and contradictions. 

Personal-service corporations may elect to be exempt 
from the excess-profits tax, in which case the undistrib- 
uted earnings are taxed to the shareholders. A persona!- 
service corporation is one in which capital is not a ma- 
terial factor in income and where the income of the cor- 
poration is a result of the activities of shareholders who 
own at least 70 per cent of each class of stock. The reason 
for this optional exemption is presumably that income 
of personal-service corporations is in fact personal, and, 
since personal incomes are not subjected to the tax, the 
income of such corporations ought to be exempt from 
the excess-profits tax. 

But the element of personal service is present in many 


corporations that cannot qualify under the rule that 70 


per cent of the stockholders must be active in the affairs 
of the corporation. Logicaliy the income ascribable to 
the personal activities of stockholders ought to be ex- 
empt, regardless of the proportion of stockholders so 
engaged. This, of course, is impracticable and some ar- 
bitrary rule must be established that will do justice in the 
obvious cases.** 


‘ 


It is undoubtedly true that a peacetime high-rate ex- 
cess-profits tax would quickly approach a comparatively 
small yield. Corporations and individuals would simply 
adjust their. activities so as to avoid the tax by eliminat- 


14 The Delaware Lackawanna and Western is almost entirely 
an aggregation of leased lines. The leased lines are in process of 
consolidation to avoid the discrimination against rented capital 
and the double corporate tax on earnings from the property. 

.15]n many cases where such corporations do not meet the test 
of 70 per cent of stockholders active in the affairs of the corpora- 
tion, relief can be had by the simple expedient oi dissolving the 
corporation and setting up a partnership, perhaps with differential 
salary arrangements. 


ing excess profits as defined in the law. Those corpora- 
tions that operate rented capital would acquire owner- 
ship and substitute debt instruments for the lease. Per- 
sonal-service corporations unable to meet the tests for 
exemption would dissolve and reorganize. Growth com- 
panies unable to meet the requirements for relief under 
Sec. 722 would either acquire other corporations with 
surplus excess-profits credits or would sell their assets 
and business to larger corporations with an ample excess- 
profits base. High-risk companies would attempt to di- 
versify activities and stabilize earnings by integration 
and consolidation. The net result of all these adjustments 
would be a reduction in economic activity. 


Recommendations in Current Reform Proposals. 
Without exception, current tax plans recognize the de- 
sirability of a high-rate excess-profits tax as a part of 
the general war economic controls, but its entire unsuit- 
ability to the postwar scene. The Twentieth Century 
Fund study published in 1937 recommended that, after 
a number of years’ study and collection of data, an at- 
tempt. be made to construct an excess-profits tax to ap- 
ply to unincorporated as well as incorporated enterprise. 
For reasons indicated above, this seems impossible unless 
all individual incomes be made subject to the tax. After 
all, unincorporated-enterprise income is individual in- 
come and there would appear to be no reason for sub- 
jecting the profits of a small grocery-store proprietor or 
farmer to such a tax and exempting salary income. The 
undesirability of freezing the status quo, which is the 
effect of a high-rate excess-profits tax, is entirely evi- 
dent in the case of individual incomes. But the principle 
is the same in the.case of corporations. The announced 
reason for recommending an excess-profits tax appli- 
cable to all enterprise income was the recapture of 
monopoly profits. But such a tax could not be limited 
to monopoly profits. It could only be a tax that would 
hit all incomes, whether or not monopoly elements were 
present. As a matter of fact, such a tax might bear less 
heavily on monopoly profits than on profits of growing 
competitive enterprise, since monopolistic enterprises 
may be more highly capitalized than nonmonopoly enter- 
prises. 

The Twentieth Century Fund study was published be- 
fore the passage of the present excess-profits law. The 
recommendations concerning the excess-profits tax in- 
cluded in recent tax studies are summarized below. It 
is to be emphasized that these recommendations concern 
postwar taxes. 


Committee for Economic Development. The recom- 
mendation is that the excess-profits tax be repealed. 
There is no discussion in the committee report of the tim- 
ing of repeal. However, Groves, who headed the com- 
mittee’s study of postwar tax revision and whose study 
was sponsored by the committee, recommends that the ex- 
cess-profits tax be repealed at the close of hostilities with 
provision for the repeal to take effect later.’° This rec- 


16 Production, Jobs and Taxes. It is stated that Professor 
Groves is solely responsible for the views expressed in this study, 
although he had the benefit of suggestions of both the rescarch 
staff and the committee of the C.E.D. However, it is also stated 
that the philosophy underlying the C.E.D. report is basically the 
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ommendation is made because the excess-profits tax is 
a “politically significant” part of the general inflation- 
control program, and such controls may be necessary 
during the reconversion period. Groves recognizes that 
the excess-profits tax is not a very effective instrument 
for inflation control, since it has some inflationary ten- 
dencies. Nevertheless, he believes that repeal of the tax 
would result in too-hasty abandonment of other price 
and wage controls. 

He urges that, even after the tax has been repealed, 
the “carry back’ of losses be permitted “until the main 
effects of war conversion and reconversion have been 
liquidated ;” true war profits should be measured by the 
whole war period, including the period in which the ef- 
fects of the war are liquidated. 


National Planning Association—Ruml-Sonne. The 
repeal of the tax is recommended. The published plan 
includes no discussion of the timing of repeal. 


Brookings Institution—Kimmel. The postwar repeal 
of the excess-profits tax is urged. It is suggested that it 
might be desirable to continue the tax (perhaps with re- 
duced rates) for two or three years following the end of 
the war. Not all war contracts will be terminated at the 
end of hostilities. (Moreover, some of the extraordinary 
peacetime demand for goods in the first peacetime years 
may be considered to be war derived.'* Such deferred 
war profits should perhaps be subjected to an excess- 
profits tax.) It is suggested that, if the excess-profits 
tax is repealed immediately on the cessation of hostili- 
ties, the “carry back’’ provisions of the law would prob- 
ably also be repealed. This carry-back provision is a sta- 
bilizing factor of some importance; and the detrimental 
effect of its repeal would offset to some extent the bene- 
ficial results of excess-profits tax repeal. 

In Kimmel’s opinion the effective date of the repeal 
of the excess-profits tax is not the decisive factor. What 
is important is a clear and unequivocal policy with re- 
spect to the tax. Business and investment expansion 
would not be materially impeded by temporary contin- 
uance of the tax for two or three postwar years (at re- 
duced rates), if the continuance act provided definitely 
for the elimination of the tax at the end of the second or 
third postwar yea-. 


Hansen-Perloff. The complete elimination of the cor- 
porate excess-profits tax is urged. The authors recog- 
nize the appropriateness of such a tax under the special 
conditions of wartime, but urge that an excess-profits 
tax is indefensible and leads to “gross business extrava- 
gance and inefficiency” under peace conditions. No rec- 
ommendations are made concerning the timing of repeal. 


same as that set forth by Professor Groves, except for such dif- 
ferences as are set forth in footnotes. Since no such footnotes ap- 
pear in this connection, it may be inferred that this recommendation 
is not at variance with the C.E.D. 

17 These provisions permit the “carry back” of operating losses 
for.a period of two years. Annual calculation of profits cannot be 
made with the precision made necessary by a 95 per cent tax on 
excess profits. This carry-back provision permits the adjustment 
and possible refund of a portion of wartime excess-profits tax 
when later developments demonstrate that wartime profits were 
in some measure unreal. 

18 This is not suggested by Kimmel. 





Twin Cities. The repeal of the excess-profits tax is 
urged; but it is recommended that “any taxpayer sus- 
taining a net operating loss in either of the two taxable 
years following the taxable year in which the excess 
profits tax provisions are repealed shall be permitted, at 
the taxpayer’s option, to carry said losses back to the 
two preceding taxable years or forward for the five suc- 
ceeding taxable years.” No recommendation is made con- 
cerning the timing of the repeal. | 


Summary and Appraisal. That the excess-profits tax 
should be repealed either at the end of the war or within 
a period of one to three years following the war is an 
almost unanimous opinion. This opinion implies no 
criticism of the excess-profits tax as a wartime control 
measure but only a belief that such a tax would be a bar- 
rier to an expanding full-employment economy. It is 
significant that this view is shared by men of widely 
varying shades of political opinion. In addition to the 
individuals and organizations presenting formal tax 
plans reviewed above, Mr. Henry Wallace,?® Mr. Harry 
Hopkins,” Mr. Randall Paul,** (former general 
counsel to the U. S. Treasury), Mr. Roy Blough** (di- 
rector of tax research of the U. S. Treasury), and many 
others of all shades of political opinion have expressed 
opposition to the excess-profits tax as a peacetime meas- 
ure. 

In view of the strong case against the excess-profits 
tax as a peacetime measure and in view of the nearly 
unanimous opinion that this tax would prevent an ex- 
panding full-employment economy, there is every rea- 
son to agree with the director of tax research of the U. S. 
Treasury that the excess-profits tax “has a short life ex- 
pectancy.” The question remains whether it will be re- 
pealed immediately at the end of the war or continued 
for a year or two at reduced rates and then repealed.?* 

Since the pent-up demand for civilian goods, together 
with the accumulated liquid savings of the war years, 
may result in an inflationary situation requiring some 
control measures in the period immediately following 
the end of the war, it may be that the tax will not be im- 


. mediately repealed. If it is not repealed, the rate will 


undoubtedly be considerably reduced. It is to be hoped 
that the same act that provides for reduction will also 
provide for ultimate repeal. It is highly desirable that 
the time of repeal be known in advance, in order that 
business plans may be intelligently made. If a reduction 
in rate is made at the end of the war, it is probable that 
the exemption will be considerably increased at the same 
time. 

The rates frequently mentioned as desirable for the 
period prior to repeal are in the range of 50 to 65 per 
cent. For a short period this rate might not be unduly 


m.. Address to the Businessmen for Roosevelt -Club, Nov. 2, 

20“Your Job After the War,” American, Nov. 1944. 

21 Address before the Taxation and Price Division of the New 
roe chapter of the American Statistical Association, Nov. 28, 
l 

22 Address before Annual Symposium on Accounting and 
Taxation of the North Carolina Association of Certified Account- 
ants, Nov. 17, 1944. 

23 The excess-profits tax was continued for three years after 
World War I (1919-1921). 
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repressive, if at the same time the provision in the orig- 
inal act permitting the deduction of the normal tax and 
surtax in calculating the income subject to, the excess- 
profits tax were restored. Merely to restore this pro- 
vision would be equivalent to a significant reduction in 
the tax rate. It is, of course, true that, if the deduction 
of the normal tax and surtax were permitted in calculat- 
ing the excess-profits tax, it would be unfair to continue 
to permit the deduction of the adjusted excess-profits 


ILLUSTRATION 1 


(Showing that change in method of calculation would have no effect where 
80 per cent overall limitation is applicable.) 


Normal and surtaxr deduct- 

ed in determining excess 

profits subject to tax, but 

normal tax and surtar 

_  wates applicable to entire 

Tax calculated on basis net income less statutory 

of present law exemption 

Normal Tax and Surtax 

Net income $550,000 
Less adjusted excess-profits 
net income (see below).. 437,000 — 
specific exemption...... cune 10,000 


; Balance subject to normal 
$113,000 


$550,000 





$540,000 


Normal tax and 
surtax, 40% 


Excess-Profits Tax 
Net income 





$ 45,200 $216,000 


$550,000 





$550,000 


eaten $10,000 
— -capital 
«eee 80,000 ; 90,000 
' $460,000 


216,000 





Balance 
Less normal tax 
and surtax — 





Adjusted excess-profits 


net income $460,000 


Tax, 95% $437,000 
Add normal tax and surtax 45,200 


$482,200 





$244,000 
$231,800 
216,000 





; $447,800 
Total tax with 80% over- 

all limitation (80% 

of $550,000) 


$440,000 $440,000 





ILLUSTRATION 2 


{Showing that the change in method of calculation would reduce the tax 
cases where the overall limitation of 80 per cent does not ot ) 


Normal tax and surtaxs de- 
ducted in determining ex- 
cess profits subject to tax, 
but normal tax and surtaxr 
rates applicable to entire 
Tax calculated on basis net income less statutory 
of present law exemption 
Normal Tax and Surtax 

Net income $550,000 

Less adjusted excess-profi 
net income (see below) 335,000 a 
Less specific exemption... 10,000 


i enetenEnteh ae 


$540,000 





$550,000 


Balance subject to normal tax 
and surtax ae 215, 000 





Normal tax and surtax, 
40% 





$ 86,000 $216,000 


Excess-Profits Tax 





Net income $550,000 


Add 50% of interest 
on bonds 





Excess-profits net income.. 
Less. 





225,000 
$775,000 


440,000 
$335,000 


Less normal tax and surtax 


Adjusted excess-profits 
net income 





Tax, 95% 





Add normal tax and surtax 


Total tax 





$335,000 


$318,250 
86,000 


$404,250 


$550,000 
225,000 
$775,000 


440,000 
$335,000 
216,000 
$119,000 
$113,050 


$329,050 


income in calculating the normal tax and surtax. Never- 
theless, if the normal tax and surtax were deducted to 
arrive at income subject to the excess-profits tax and if 
the normal-tax and surtax rates were applicable to the 
entire net income less statutory exemption, the total tax 
would be reduced somewhat, except in cases where the 
computed tax is substantially in excess of the 80 per 
cent overall limitation. In the illustrations on this page, 
it will be seen that the net-income and excess-profits 
credits are those of Corporations A and B used in the 
previous demonstration of the effect of rented capital 
on the excess-profits tax burden. 

The first illustration above demonstrates that the de- 
duction of the normal tax and surtax in determining the 
excess profits subject to tax would have no effect in those 
cases where the computed tax liability is substantially in 
excess of the overall limitation of 80 per cent. In the 
second illustration, where the overall limitation does not 
apply, the change in the method of calculation (without 
any change in the basic rate) would operate to reduce 
the total tax by 18.6 per cent. 

Since the present method of calculating the excess 
profits subject to tax is clearly inequitable, it is reason- 
able to suppose that, if the tax is considerably reduced 
in the period prior to repeal, the law will also be modified 
to permit the deduction of the normal tax and surtax in 
determining the excess profits subject to tax. 


Capital-Stock and Declared-Value Excess-Profits 
Taxes. These two taxes are technically separate but 
actually complementary. The capital-stock tax is im- 
posed on the declared value of the capital at the rate of 
$1.25 for each $1,000.,The corporation taxpayer may 
make this tax as high or as low as desired, since the value 
of the capital stock is left entirely to the corporation. 
This declaration of capital must be made by July 1 of 
each year to cover the next twelve months. When the 
tax return is filed for the fiscal year during which the 
declaration was made, an excess-profits tax must be paid 
at the rate of 6.6 per cent on all earnings in excess of 10 
per cent of the capital declared and at the rate of 13.2 
per cent on all above 15 per cent. 

Since unforeseeable changes in the earnings rate in 
the period between the declaration of capital and the end 
of the fiscal year may subject the corporation to an ur- 
necessarily high capital-stock tax or to excess-profits pen- 
alty, the tax is sometimes referred to as “the Great Amer- 
ican lottery.” The burden of the tax is related in large 
part to skillful or unskillful guessing on the course of 
earnings. Inevitably it bears most heavily on those cor- 
porations whose earnings are difficult to predict. It 
probably bears more heavily on small than large corpora- 
tions, since the earnings of large enterprises can be esti- 
mated with greater accuracy. 

The tax is deducted in determining the profits subject 
to the normal tax, surtax, and regular excess-profits tax. 
If the capital-stock and declared-value excess-profits 
taxes were repealed, the yield of the regular taxes on 
corporate income would be increased, since the deduc- 
tion would be eliminated. The yield of these taxes in 
_war years was only $98.5 million for 1943 and $154 mil- 
lion for 1944. Repeal would be inexpensive. 
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These twin taxes represent an unrepealed remnant of 
the National Industrial Recovery Act of 1933. That these 
taxes ought to be repealed is the opinion of tax econo- 
mists and Treasury officials, as well as businessmen. The 
prevailing view is well expressed by Groves in his char- 
acterization of the tax as a “lawyer’s plaything rather 
than a producer’s levy . . . as a monument to the mis- 
directed ingenuity of tax-makers.” The reduction in 
total revenues would amount to perhaps one-half of one 
per cent. Even if the tax were equitable, this would be a 
small price to pay for such a long step in the direction of 
corporate-tax simplification. 

The Senate voted to repeal the two taxes in 1942 but the 
joint Senate-House conferees did not sustain the Senate 
action. It must be remembered that this action was taken 
in the context of wartime tax increases. 

Repeal of these taxes is to be expected as a part of any 
general reorganization of the Federal tax structure. 
There seems to be no reason to anticipate that repeal will 
be delayed long after the close of the war. 

(To be continued) 


EMERGENCY FLIGHT STRIPS 
ADJACENT TO HIGHWAYS, 


(Continued from page 1) 


ing field will serve admirably to prevent crack-ups in 
emergency landings when peace returns to the earth and 
private flying is again resumed. 

The large flight strips built in Oregon were intended 
for the emergency landing of fast, heavy military air- 
craft. Emergency fields for small and much slower pri- 
vate aircraft would not have to be nearly as large or 
nearly as expensive. 

There seem to be two schools of thought with refer- 
ence to postwar aviation. Many people, and possibly the 
less-informed on the subject, are of the opinion that pri- 
vate aviation will grow quite rapidly following the war, 
that many relatively cheap airplanes will be manufac- 
tured and sold in this period, and that the hundreds of 
thousands of young men who have been trained to pilot 
aircraft in this war will not be satisfied with slower means 
of locomotion and will be a material factor in creating 
this market. Others—to be frank, many of those who are 
better acquainted with aeronautics than the average lay- 
. man—discount any rapid growth in postwar aviation 
and say that it will be quite slow in developing. As in 
most things, in all probability the result will be a mean 
between these two extremes. 

In the opinion of the writer, the need for a reasonable 
number of emergency landing fields adjacent to the 
highways is apparem. Even before this war, aircraft 
found it necessary to attempt to land on highways in 
emergencies. There are many instances on record. One 
such incident occurred in Oregon. In this particular case, 
there was only one vehicle on the road for a distance of 
twenty miles, a state highway maintenance truck, and the 
aircraft hit the vehicle in landing. There are enough 
hazards in highway operation without introducing a 
third-dimensional one. : 





If such emergency fields are constructed for aircraft, 
they should be located adjacent to highways, in order that 
the pilot can flag down traffic and arrange to have gasv- 
line transported to his machine. Probably at the more im- 
portant fields pay telephones can be installed with a list 
of the nearest service stations. When new highways are 
built, such flight strips can be constructed quite cheaply 
by the same contractors building the highways. 

Serious consideration should certainly be given to the 
building of emergency landing fields in the postwar pe- 
riod—to safeguard life, to encourage the expansion of a 
great new industry which will give employment to hun- 
dreds of thousands of people, to open up vast recreational 
possibilities, and to further the utilization, in the pur- 
suit of the arts of peace, of the vast achievements in 
aeronautical science during the war. 





CENTRAL LANE PLANNING 
COUNCIL REPORTS 


The Central Lane Planning Council was organized 
by civic and business leaders of Eugene and the im- 
mediately surrounding territory in October 1943. The 
scope of interest of this organization is very wide in- 
deed ; economic planning is only one phase of its ac- 
tivities. At its recent annual meeting two reports were 
presented which are of more than local interest. These 
dealt with the postwar employment plans of Lane 
County servicemen and plans of the Pacific Telephone 
and Telegraph Company for the years immediately fol- 
lowing the war. 


. 


Servicemen’s Employment Plans. Mr. Roy S. 
Woodruff reported that the Veteran’s Division of the 
Planning Council had written a friendly letter to Lane 
County servicemen. Among other things, the letter asked 
what the man expects to do when he is released from 
service. Of some 1,300 replies received, 1,119 gave def- 
inite answers to this question. A tabulation of these 
follows: 4a 

Old job 302 

Return to school 256 

Expect to operate own business 68 

Do not expect to return to Lane County 21 














Subtotal, those who will need no advice from Plan- 
ning Council or other agency 


Want new jobs (the following interests mentioned: 
aviation mechanics, lumbering, truck driving, 
construction, mechanics, commercial aviation, 
radio communication, photography) 


Do not know 








174 





Subtotal, those who may need help or advice in 
finding employment 472 


Grand Total 1,119 


Telephone Company Plans. Mr. R. B. Bacon, Eu- 
gene manager of the Pacific Telephone and Telegraph 
Company, stated that his company estimates that its 
construction program in the immediate postwar years 
will call for capital outlays totaling $175,000,000. This 
construction involves plans for extending and improv- 








* ing rural telephone service, resuming the dial conver- 
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sion program, building new and needed outside plant, expected in the field of communications—special equip- 

resuming manufacture of communications equipment ment that will make telephone conversations possible 

for civilian use, and provisions for the return of em- over power lines, use of microwave radio systems, and 

ployees on leave in the armed forces. so-called “community dial” offices, all of which will go 
“Exciting” is a good word to describe the advance far in improving service in rural areas. 


OREGON COUNTY BUSINESS ACTIVITY SERIES 


CROOK COUNTY 


1. Area: 2,980 square miles (1,907,200 acres) 3. Construction 122 
; 4. Retail trade (other than eating, drinking, & 
2. Population: motor-vehicle service) , " 110 


A. Number: 1944 6,024 (OPA figures, Sept. 1, 1944) 
1940 5,533 4. Agriculture (1940): 


one 3424 A. No. of farms 495 
B. Average size of farms, acres 1,652.3 


B. Characteristics: 
1. Per cent native-born white 95.3 C. Average value of farms (land & bldgs.).............. $10,640 


2. Per cent between 15 and 65 69.3 D. Per cent of county in farms ‘ 42.9 
3- Per cent living in rural areas 39.5 E. Per cent of tenancy 16.0 
4. 


Median school years completed by persons 25 : 
years of age or older: . Housing (1940): 
a. Males 8.6 A. No. of dwelling units in county 1,721 


b. Females 10.1 B. Average no. of persons per occupied dwelling 
C. Cities and towns with 2,500 population or over: none C. Per cent of dwellings occupied by owners 59.1 
(County seat: Prineville) 


. Employment (1940): 









































. Manufacturing (1940): 


A. No. of establi 
A. Labor force (no. of persons normally employed)... 2,445 . th fo nian = 7 
1. Per cent of men over 14 inc. in labor force 86.6 actured products.................- $1,935,016 


2. Per cent of women over 14 inc. in labor force... 18.0 C. Value added by manufacture $1,169,023 
_ B. Princ. industries in which labor force is employed: . Trade (1939): 

1. Agriculture 830 A. Retail: 55 establishments; annual sales $1,498,000 

2. Lumber (logging & sawmills) 483 B. Wholesale: 4 establishments; annual sales.... $ 281,000 


KLAMATH COUNTY 


. Area: 5,973 square miles (3,822,720 acres) 4. Railroad 810 
: 5. Professional & related services 807 
- Population: 6. Construction 784 


A. Number; 1944 39,815 (OPA figures, Sept. 1, 1944 : 
- 1940 40,497 ( ° ) 4. Agriculture (1940): 


1930 32,407 pg pert sc 

1920 11,413 velvet : 1,552 

= ietattedistion: B. Average size of farms, acres 498.4 
, nah itp C. Average value of farms (land & bidgs.).............. $11,388 


1. Per cent native-born white ‘ : 
2. Per cent between 15 and 35 D. Per cent of county in farms 20.2 
E. Per cent of tenancy 14.7 


3. Per cent living in rural areas 
4, Median school years completed by persons 25 . Housing (1940): 


years of age or older: ‘ , 
A. No. of dwelling units 13,122 
a. Males Klamath Falls 5,292 


b. Females B. Average number of persons per occupied dwelli 3.38 
C. Cities and towns with 2,500 population or over: Klamath Falls - . a 3 26 


Klamath Falls (county seat): oak rey C. Per cent of dwellings occupied by owners 46.9 


1920 4801 Klamath Falls 37.6 
. Manufacturing (1940): 
A. No. of establishments 73 
B. Value of manufactured products $24,199,279 
C. Value added by manufacture $14,510,576 

































































. Employment (1940): 
A. Labor force (no. of persons normally employed) 17,963 
1. Per cent of men over 14 inc. in labor force 85.4 
2. Per cent of women over 14 inc. in labor force... 22.2 
B. Princ. industries in which labor force is employed: . Trade (1939): 
1. Lumbering (logging & sawmills) 4,616 A. Retail: 564 estab.; annual sales $21,457,000 




















2. Agriculture . 2,312 Klamath Falls: 335 estab.; annual sales $17,321,000 


3. Retail trade (other than eating, drinking, & B. Wholesale: 69 estab.; annual sales $ 9,738,000 
motor-vehicle service) ie “ 998 Klamath Falls: 41 estab.; annual sales .......... $ 7,413,000 
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BANK DEBITS 


Bank debits t the dollar value of checks drawn against individual bank deposits. Approximately 90 cent of all goods , and 
services is paid for by check. Bank debits are regarded as indicators of the general trend of business. The Seas a Business hecene ye bank 
debits from 88 banks and branches monthly. 


Number of 
P , er Banks Debits Debits Debits January compared with 
Marketing Districts Reporting January 1945 December 1944 January 1944 Dec. 1944 Jan. 1944 


Oregon 88 $675,528,056 $739,641,384 $628 ,906,775 —8.7% +7.4% 


Portland .... . 25° 479,320,154 534,897,346 455,584,045 . +5.2 
Lower Willamette Valley (Salem, McMinnville, etc.).............- 9 45,665,413 43,304,240 . 20.7 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.).... 11 43,009,461 42,154,670 6,721,8 ; 17.1 
North Oregon Coast (Astoria, Tillamook, etc.) 13,736,284 14,658,322 
D las, Coos Bay 11,444,002 
Southern on (Ashland, Medford, Grants Pass).............. 19,258,934 
Upper Columbia River (The Dalles, Hood River, etc.)............. 12,396,108 
Pendleton area 14,077,731 
Central Oregon (Bend, Prineville, Redmond) 9,184,623 
ag | Falls, Lakeview area 20,534,368 
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, La Grande area 11,483,519 
Burns, Ontario, Nyssa 44,058 6,247,521 4,511,034 
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‘ RETAIL SALES 


The sales of a state-wide sample of 435 independent retail stores, collected by the Bureau of the Census, gives an indication of trading a «tivity 
and retail distribution. These figures are often interpreted as indicating purchasing power. 


BY MARKETING AREAS BY TYPE OF OUTLET 


Jan. sales compared with Jan. sales compared with 
Dec. 1944 Jan. 1944 Dec. 1944 Jan. 1944 


Oregon —42.2% Oregon —42.2% +9.0% 


Portland —44.4 Department stores —51.8 
Lower Willamette Valley —39.3 Food stores —14.2 
Upper Willamette Valley —34.5 Eating and drinking establishments . 
North Oregon Coast — 42.6 Drug stores —37.5 
Douglas, oos Bay —23.7 Apparel stores — 50.3 
Southern Oregon ... —35.9 otor-vehicle dealers +29.9 
Upper Columbia River —24.2 Furniture, household, radio — 36.0 
3 le me Lumber, building, hardware --142 


i —38.4 
Baker, La Grande — 38.5 
Burns, Ontario —42.1 
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BUILDING PERMITS 


Building permits give an indication of building operations planned rather than actual construction under way. Care must be taken, in interpreting 
these data, to allow for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been 
collected by the Bureau of Business Research. , 


Jan. 1945 Jan. 1945 Jan.1945 . 
New ew Additions, Alterations Total Total Total 
Residential Nonresidential & Retairs Jan. 1945 Dec. 1944 Jan. 1944 
$ 37,575 $ 4,500 
70,587 11,200 
1,200 
400 
675 
1,440 
8,830 
6,100 
2,050 
100 
1,875 
1,580 
22,300 
963,495 
13,700 52,081 34,835 


sana ee 7,000 ante 

49,065 26,010 138,150 132,329 

Total $279,630 $479,660 $253,309 $1,012,599 $972,664 $1,192,909 
* No report. 


LUMBER PRODUCTION This compares with three failures in December 1944, with 
liabilities of $121,000, and no failures in January 1944. 























The West Coast Lumbermen’s Association reports that the 
January 1945 weekly average of lumber production in western 
Oregon and western Washington was 145,214,000 board feet, LIFE-INSURANCE SALES 

- an increase of 9.7 per cent over the previous month and a de- 
crease of 6.7 per cent over the same month a year ago. The Ordinary life-insurance sales in Oregon for January 1945 
weekly average for December 1944 was 134,180,000 board were $6,371,000, which is a decrease of 9.0 per cent over the 
feet, and for January 1944, 157,843,000 board feet: previous month, and an increase of 2.0 per cent over the same 
month a year ago. Sales in the United States decreased 1.7 


COMMERCIAL FAILURES per cent over the previous month, and 15.0 per cent over Jan- 


uary 1944, Life-insurance sales data are related to the financial 


Dun and Bradstreet report that there were two commercial conditions of individuals and particularly businessmen, be- 
failures in Oregon in January 1945, with liabilities of $60,000. cause life-insurance contracts are a form of savings. 





